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b. 	 Usual and customary charge -The usual and customary charge is definedasthe charge made 
to a non-Medicaid patient for the same drug item. Usual and customary charges specifically 
must consider the following: 

given to non-Medicaid forI .  	 Discounts patients criteria such as ageor being in a 
nursing home when the Medicaid patient meets the criteria for the discount. 

3-. Discountsfor payingcash. If any patient groupgetsdiscounts forpaying cash, those 
discounts must be reflected in the usual and customary charge. 

3. Medicaid is to be given the advantageofdiscounts that the generalpublicreceives. 

C .  	 Prescription Refills ~ There are limitations on thefrequencyforwhich it will reimburse the 
same pharmacy for dispensingthesamedrugtothesame recipient. The limitation is 
established individually for each drug. Most drugsare subject to amaximum of three (3) 
times i n  ninety (90) days, with grace days as needed to account for necessary early refills, lost 
medications, dosage changes,etc.Controlleddrugs and certain otherdrugs may require 
special specificconsideration, as necessary. dueto their indication, dosage form. or 
packaging,and are subject to limitations as may be appropriate. Refills must be consistent 
with the dosage schedule prescribed and all existing federal and state laws. 

The maximum quantitythat may be dispensed at one time is athirty-four (34) day supply. 
except for oral contraceptives that may be dispensed i n  greater quantities i f '  the proper agent 
for the patient is established, and for maintenance medications which may be dispensed up to 
a ninety (90) day supply. 

d . Dispensing Fee ~ There is a dispensingfee for retail pharmacies that is set to $3.65. This fee 
may not be applicable to physicians.institutions.clinics.and non-profit facilities.The 
Department establishes thedispensing fee by taking into account the costs of' pharmacy 

The Department will periodically survey pharmacy includingoperation. operations 
operational data. professional services data, overhead data. and profit data. 

e. Reimbursement Limitations 

I .  	 Payment will not be made fordrug itemsfor which the manufacturer has not entered 
into a rebate agreement with the federal government except as specified i n  the 
provisions of sections 1902(a)(SJ) and 1927 ofthe Social Security Act. 

3 Payment will not be made tophysicians for oral medication or medications that can-. 
be appropriately self-administered by the recipient. Payment to physicians for drugs 
will be limited to injectable and other medications administered by the physician or 
under his direction. 
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1 1 .  Payment forprescribed drugs. 
s 


For the MedicaidFee-For-ServiceProgram. the Department reimbursesthe lesser of the computed 
price or the usual and customary charge.Thispricing methodology does not apply to drug items 
reimbursed under the Section 191j(b) Waiver for Managed Care. 

a. 	 Computed Price - Thecomputed price is defined as theallowed cost ofthedrug plus a 
dispensing fee established by the department. The allowed cost is the lower of the following: 

I .  	 State Allowed Costs(SAC) - State allowed costs are established after ( I )  assuring 
availability of FDA A-rated therapeutically equivalentdrugs using information 
available from the FDA and from the American Society of Hospital Pharmacists 011 

drug shortages;and (2) determining thetypical package sizeused. SACamounts 
will be calculated at 150% of thelowestcost product (from among Medicare 
reimbursementprices when available.manufacturer prices.wholesalerprices. and 
invoice prices) and will be at least ?O0/o above the second lowest cost. 

This calculated amount may be lowered as follows: ( 1 )  To 60% of the average price 
of all available therapeutically equivalent multi-source drug products, but not below 
the cost for which an item is determined to be consistently and readily available from 
local wholesale sources i n  the state; or (2)When 2 or more therapeutically equivalent 
multi-source drug products are determined to be consistently and readilyavailable 
from local wholesale sources within the state, the SAC may be lowered to the price 
at which the product is consistently and readily available. 

SAC reimbursement does not apply when a physicianwrites in his or her own 
handwriting"brandmedicallynecessary" on theprescription. This constitutes 
physician certification that substitution of another product does not apply. 

I n  establishing the StateAllowedCosts.the New Mexico Medicaid Program does 
not exceed i n  the aggregate, payment levels established by CMS for multiple source 
and other drugs as required by 42 CFR 447.33 I and 42 CFR 447.332, 

3 Estimated AcquisitionCost: (EAC) - EAC is equalto thelower of AWP minus 14O,0,-.  
the wholesaler average cost as submitted to the state, the manufacturerprice as 
submitted to the state. or the pharmacy invoice price as obtained through audits. 

This amount may be lowered as follows: ( I )  When the AWP less 14% is shown not 
to approximate average actual acquisition cost. i n  which case EAC shall be the actual 
amount at which an item can be shown to be consistently and readily available; or ( 2 )  
When a pharmacy practice is specializedor limited tothe extent that its buying 
practices do not approsinlate a retail pharmacy and AWP less 14% is shown not to 
accurately approximatetheaverage actualacquisitioncosts. such as a pharmacy 
limited to mail order, limited to supplying items for chronic use. or an institutional or 
facility pharmacy with significant buyingdiscounts not available to retail 
pharmacies. I n  these cases. the percent discount from AWP may range fro111 I J O G  to 
IO%,  based on audited data, to more accurately approsinlately actual cost. 

Federa! Upper Limit (FUL) -- F l l L  is a federalmaximumamountestablished by 
CMS. 

4 s - b  f 


